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1972 1971 % Increase 
Net Gain from Operations 
PSTAUNOPV Se ce ee $ 4,630,037 $ 4,022,737* 15.1% 
HEP SHAPE. Se 1.39 1.21 
Net Gain from Operations 
(adjusted)** ............ 5,773,399 5,106,253* 13.1% 
HEE SNARES eS Ns 1.73 1.53 
Insurance in Force ........ 1,131,156,092 1,078,711,976 4.9% 
Sales Individual Life ...... 181,258,986 184,008,841 (1.5%) 
Premium Income .......... 23,094,771 22,001,361 5.0% 
Net Investment Income .... 11,367,380 10,397,148 9.3% 
TOS! ASSES sacs eS es 211,315,319 200,346,951 5.5% 
Capital and Surplus SE Gua ee 41,523,181 38,439,115 8.0% 
Net Investment Yield ...... 5.79% 5.57% — 


* Excludes extraordinary gain of $647,733. 
** A. M. Best Company method. 


CHARLES E. PHILLIPS, Chairman of the Board 


GEORGE C. BODDIGER, President 


REPORT TO STOCKHOLDERS 


During 1972 your Company’s operations reached 
new highs in net gain from operations, premium 
income, investment income, total assets and life 
insurance in force. Also, during the year, your 
Company virtually completed restructuring its 
Home Office organization in preparation for future 
growth to meet our long-range objectives. 

Five years ago specific corporate objectives were 
established for your Company by the Board of 
Trustees. We believe it appropriate to begin this 
Report to Stockholders by assessing the degree to 
which these objectives are being attained. 


Company Objectives 


One vital objective is to increase the Company’s 
statutory earnings after taxes by not less than ten 
percent each year. This goal has been surpassed 
each year by a substantial margin. The table below 
shows the increase in earnings per share since 
1968—tabulated in terms of both statutory earnings 
and adjusted earnings (as computed by A. M. Best 
Co. using the formula developed by the Associa- 
tion of Insurance and Financial Analysts). Earnings 
shown for 1971 are exclusive of nonrecurring gain 
from the sale of the insurance business in four 
District Agencies. 
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Statutory Adjusted 
Earnings Earnings 
Per Share Per Share 
PRS as ees as RR SE ES $1.73 
i 8 SS eee y 5 CR ee Na 1.53 
c 8 fg | DEORE StS ee hs SSS es 1.28 
SOE Ses eke SS BBS SSS cies 1.15 
p82 RS ee WOR SSSA SS 1.01 
4-Year Average 
Rate: of Growth: . 16.3% 2. as. 14.4% 


A second corporate objective relates to your 
Company’s rate of growth in premium income, and 
a goal to increase premium income by 6% per year 
was established in 1968. Since then, the rate of 
growth of premium income per year (adjusted to 
exclude the four District Agencies sold in 1971) 
has averaged almost exactly 6%. The 1972 growth 
(on the above basis) was 5.97%. 

Recognizing that the 6% annual growth rate was 
a minimum goal, your Company in 1972 raised its 
objective to a 742% increase in premium income 
per year. We have not yet reached this new rate 
of growth, due in part to uncertainties of staff con- 
nected with the proposed affiliation with Capital 
Holding Corporation in late 1971 and early 1972, 


and to the loss of two top marketing executives in 
the latter part of 1971. In spite of these adverse 
factors, sales of new life insurance in 1972 were 
within 142% of the total for the prior year. 

By the end of 1972, however, most of the sales 
personnel transferred in connection with the 1971 
sale of agencies had been replaced by additional 
recruiting elsewhere. The top marketing positions 
have now been filled with men whom we consider 
to be highly qualified in sales management, and 
plans are under way to expand the sales forces of 
both the District Agencies and the General Agen- 
cies. With the new leadership, and the increased 
manpower, we confidently expect to set new sales 
records in 1973 and in the coming years in order 
to reach our long term corporate objective—TWO 
BILLION DOLLARS OF INSURANCE IN FORCE 
BY 1980. 

Our previously announced plans to form a hold- 
ing company are still very much alive and are being 
actively pursued. Delays have been experienced, 
but the new holding company, Equitable General 
Corporation, has been incorporated and our coun- 
sel is presently moving ahead to meet the legal 
requirements necessary to fulfill our plans. We ex- 
pect this project to be consummated this year. The 
new and diversified investment opportunities made 
possible by a holding company will enable us to 
improve earnings so that the return on stockholder 
equity can be increased from the present 12% to 
our objective of 15%. 


Strengthening Company Management 


During 1972, in accordance with recommenda- 
tions made by McKinsey and Company—nationally 
known management consultants—the Home Office 
organization was completely restructured and re- 
sponsibilities reassigned for more efficient oper- 
ations. During the same period, we added to our 


management staff a number of highly talented and 


experienced executives who are already making 


major contributions to the Company’s growth and 
progress. These important personnel changes are 
covered more fully later in this Report. 

Of special importance was the election on June 19, 
1972, of Mr. Eugene F. Fitzgerald, CLU, as a mem- 
ber of the Board of Trustees of your Company. Mr. 
Fitzgerald joined Equitable in April, 1972, as Exec- 
utive Vice President—Marketing, in charge of all 
agency operations. Prior to coming with Equitable, 
Mr. Fitzgerald served as Executive Vice Presi- 
dent—Marketing, of the Southland Life Insurance 
Company. 


Change in Capital—Stock Dividend 


At the Annual Meeting in 1972, the stockholders 
approved an increase in the authorized capital 
stock to 4,000,000 shares and an increase in par 
value per share from $2.00 to $3.00. In accordance 
with a resolution of the Board of Trustees, a stock 
dividend of one additional share of capital stock 
of the Company for each three shares issued and 
outstanding was distributed to stockholders in 
July, 1972. At year-end, there were 3,337,357 shares 
outstanding. Equitable stock is now listed by the 
National Association of Securities Dealers on their 
electronic system called NASDAQ with the symbol 
EQUT. 


Increases in Cash Dividend to Stockholders 


On May 1, 1972, the cash dividend was increased 
in accordance with the Phase II Guidelines of the 
nation’s economic policy. For the quarterly divi- 
dend payable February 1, 1973, the cash dividend 
per share was increased again—to nine cents per 
share—bringing the current annual dividend rate 
to thirty-six cents per share. 


Proposed Change in Life Insurance Accounting 


Within recent months an Audit Guide for Stock 
Life Insurance Companies was adopted by the 
American Institute of Certified Public Accountants 
and accepted by the Securities and Exchange Com- 
mission. This guide prescribes new accounting 
procedures necessary in order for a life insurance 
company to report its earnings in accordance 
with what are commonly referred to as ‘generally 
accepted accounting principles’ (GAAP). This 
method of accounting is in addition to, and not in 
lieu of, the life insurance accounting practices pre- 
scribed by the various state insurance regulatory 
bodies. 

Your Company plans to develop the new systems 
and data necessary to comply with this Audit 
Guide, so that the December 31, 1973 earnings can 
be reported on the ‘‘GAAP”’ basis. This change is 
intended to make it possible to reflect more ac- 
curately in each year’s earnings the contribution 
made to earnings by the sales results achieved in 
that year. 


Looking Ahead 


The Securities and Exchange Commission re- 
leased a ruling on January 31, 1973, exempting 
variable life insurance policies from regulation 
under the Investment Company Act. It would 
therefore appear that development of variable life 
insurance policies will become practical in the 
future. Your management will be evaluating this 
new development in relation to the markets we 
serve and the regulatory requirements as issued, 
to determine the best course of future action in 
this field. 

Inflation has become an increasing concern as 
a result of price rises in all parts of the economy 
and will be closely watched by your company in 
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the months ahead. Under these conditions, close 
control of operating costs of your company is im- 
perative. Use of our already established Financial 
Plan and Management by Objectives programs will 
be helpful in maintaining expenses within previ- 
ously established estimates while meeting service 
and earnings goals. 

Despite the international monetary problems, the 
outlook for the economy in our marketing areas 
appears favorable for 1973. Family incomes are at 
all time highs and the young adult segment of the 
population is growing at a record pace. Also, pre- 
vailing market conditions permit us to increase our 
investment income substantially because long term 
rates continue to exceed the average yield on our 
existing investment portfolio. 

All these factors sustain an optimistic outlook 
for the life insurance industry and your Company 
in 1973. 


In Appreciation 


The results achieved in 1972 are directly attrib- 
utable to the dedicated efforts of the Company’s 
trustees and of the men and women who make up 
our field force and home office staff. We express 
our sincere appreciation to them and the Stock- 
holders whose continued support has played a 
large part in your Company's success. 


Sincerely 


ae ea 


Chairman of the Board 


J Langs 


resident 


Senior Officers Committee: George C. Boddiger, Charles E. Phillips, 
Eugene F. Fitzgerald. Standing: Frank R. Eslinger, Lloyd A. Brewer. 


In 1971, the nationally known management con- 
sulting firm of McKinsey and Company completed 
a study of your Company’s operations and recom- 
mended a new, long-term organizational structure 
to enable us to achieve our goal of $2,000,000,000 
of life insurance in force by 1980. 

Early in 1972, your Company’s organizational 
structure was changed in accordance with the plan 
established by the McKinsey study. The manage- 
ment positions required to make the new organiza- 
tion plan effective have been filled by promotions 
of qualified members from the existing staff and, 
where necessary, by recruitment of experienced 
executives from outside the Company. The changes 
which have been made in connection with the new 
plan are as follows: 


Administration 


In March, 1972, Mr. Frank R. Eslinger was 
elected to the new position of Executive Vice Presi- 
dent-Administration, with overall responsibility 
for operations of the Controller's Department, 
Department of Information Services and Adminis- 


trative Planning, and the Insurance Operations 
Department. Prior to his promotion, Mr. Eslinger 
served as Senior Vice President and Treasurer of 
the Company and has many years of experience in 
your Company’s operations. 

Mr. Perry L. Dennis, CLU, formerly Assistant 
Vice President, was promoted to the new position 
of Vice President in charge of the new Insurance 
Operations Department and, working under Mr. 
Dennis’ direction, Mr. William C. Gratz, Jr., was 
appointed Second Vice President. 

Mr. Robert S. Marcotte, previously Vice Presi- 
dent, Systems and Data Services, was assigned 
additional responsibility as Vice President, Infor- 
mation Services and Administrative Planning. 

At the end of 1972, Mr. Roger Mumford, who 
had served as Vice President and Controller for 
twenty-seven years, retired; and Mr. Joseph E. 
Rostich, CPA, was elected to succeed him as Vice 
President and Controller. Mr. Rostich has had 
many years of experience in the public accounting 
field where he specialized in insurance company 
audits in addition to his operating experience with 
life insurance companies. 
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Marketing 


In April, 1972, Mr. Eugene F. Fitzgerald, CLU, 
was elected Executive Vice President-Marketing, 
with responsibility for all of the Company’s mar- 
keting operations, including both District Agencies 
and General Agencies. Mr. Fitzgerald has long 
experience in life insurance sales management, 
most recently as Executive Vice President-Market- 
ing, of the Southland Life Insurance Company. 

Mr. Charles L. Harris was promoted to the new 
position of Vice President in charge of the District 
Agencies Department in June, 1972. Mr. Harris has 
more than twenty years’ experience in various 
home office and field positions with your Company 
and was most recently District Manager of the 
Company’s leading office in Morgantown-Fairmont, 
West Virginia. To serve under the direction of 
Vice President Harris in the District Agencies De- 


partment, Mr. William E. Skaggs and Mr. C. Robert 
Smith were promoted to the positions of Second 
Vice President-Field Management. 

To direct operations of the General Agencies 
Department of your Company, Mr. Roy F. Hillmer, 
Jr.. CLU, was elected Vice President-General 
Agencies, in November, 1972. Mr. Hillmer has had 
more than fifteen years’ experience in life insur- 
ance sales since beginning as an agent for Mutual 
Life Insurance Company of New York. 


Finance 


Mr. Hugo M. Churchill joined the Company in 
April, 1972, as Vice President and Treasurer, suc- 
ceeding Mr. Eslinger. Mr. Churchill is well qualified 
for his new position, having served previously in 
the investment divisions of two other life insurance 
companies. 


INSURANCE OPERATIONS 


Insurance in Force 


Life insurance in force increased 4.9% during 
1972 to a record $1,131,156,092 at the year-end. 

The gain of life insurance in force for the year 
was $52.4 million as compared to $28.3 million in 
1971. The comparable figures for gain in individual 
life insurance are $64.0 million in 1972 and $37.6 
million in 1971. The 1971 figures were diminished 
by approximately $26 million of life insurance in 
force which was sold during that year. 

A comparative breakdown of the gain in life in- 
surance in force by line of business follows: 


1972 1971 
mewuiar Ordinary sok een $41,294,296 $38,494,239 
Monthly Account 

RIRRRTY Svs vos hese Sees 18,296,921 1,881,207 
Votat Ordinary si SS Sas 59,591,217 40,375,446 
Weekly Premium ................ 4,436,333 —2,744,402 
Total Individual Life ......... 64,027,550 37,631,044 
Soe! SRR RES SENOS eS Rae — 11,583,434 —9,353,389 
Total Gain in Force .......... $52,444,116 $28,277,655 


The decrease in the group life insurance in force 
in 1971 and 1972 can be attributed primarily to the 
reduction in the number of men in the armed 
forces, as President Nixon cooled down the Viet- 
nam War with a resulting decrease in Service 
Men’s Group Life Insurance. Your Company sells 
no group insurance, but participates in the non- 
profit US Government SEGLI and FEGLI group 
insurance programs and insures Company em- 
ployees’ lives on a group basis. 
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Charles L. Harris and Roy F. Hillmer, Jr. 


A breakdown of insurance in force by line of 


business follows: 
% Increase 
1972 1971 (Decrease) 


Regular Ordinary ..$ 549,872,755 $ 508,578,459 8.1% 
Monthly Account 


Ordinary REA SS 258,384,735 240,087,814 7.6% 

Total Ordinary. 808,257,490 748,666,273 8.0% 

Weekly Premium . 242,889,549 238,453,216 1.9% 
Total Individual 

Bt SER SSeS 1,051,147,039 987,119,489 6.5% 

Group Rife SS 80,009,053 91,592,487 (12.7%) 
Total Insurance 

in Force ..... $1,131,156,092 $1,078,711,976 4.9% 


LIFE INSURANCE IN FORCE 
(Face Amount) 


MILLIONS 
$1200 
1100 
1000 
488 BERD NSD 
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Sales of Life Insurance 


Emphasis was placed on the sale of Ordinary 
insurance through our District Agencies during 
1972. As a result, sales of Regular Ordinary in- 
creased by 6.3% and set a new record of $66.6 
million, while Monthly Account Ordinary sales 
increased by 7.1% to $41.8 million. Weekly Pre- 
mium sales were off 8.5%. Sales of Regular Ordi- 
nary in General Agencies totaled $45.4 million, a 
decline of 13.2% from the General Agencies record 
breaking year in 1971. 

Total sales of life insurance by your Company 
in 1972 declined by 1.5%. A breakdown of sales 
by line of business is shown in the table below. 


1972 1971 
District Agencies: 
Regular Ordinary ............ $ 66,610,846 $ 62,689,588 
Monthly Account 
SPPCIORPG eS AS ales GE 41,828,666 39,062,290 
Weekly Premium ............ 27,403,974 29,944,944 
General Agencies: 
Regular Ordinary ............ 45,415,500 52,312,019 
SOME IOS Sy es eS $181,258,986 $184,008,841 


Premium Income 


Premium income on Regular Ordinary insurance 
was up a substantial 10.8% to over $8.3 million in 
1972, reflecting the emphasis placed on sales of 
Ordinary insurance. Monthly Account Ordinary 
premium income increased to $5,467,658, up 1% 
from the previous year. 


LIFE INSURANCE SALES 
(Face Amount) 


MILLIONS 
$200 


1952 1957 1962 1967 1972 


Weekly Premium income increased by 2.4% to 
over $7.7 million in spite of the declining trends 
experienced by most companies in the industry. 

Accident and Health premium income gained 
22.7% to $852,825, reflecting the receipt of income 
for a whole year on the In-Hospital Income policy 
which was introduced in 1971. 

Premium income on individual policies increased 
by $1.2 million, or 5.7%. 

Premium income received from group insurance 
declined by 15.4% to $648,571. 

Total premium income exceeded $23 million for 
the first time, an increase of 5% for the year. 

A comparative breakdown of premium income 
by line of business follows: 


1972 1971 
Regular Ordinary ...............- $ 8,383,282 $ 7,563,341 
Monthly Account 
IRUINGEY eas kts kes 5,467,658 : 5,413,756 
Total Ordinary Sa 13,850,940 12,977,097 
Weekly Premium ................ 7,742,435 7,962,432 
Individual Accident and Health ... 852,825 694,980 
Total Individual ............. 22,446,200 21,234,509 
RRS DEE Oca Sa aa sted aca ee Shae 648,571 766,852 
Total Premium Income ....... $23,094,771 $22,001,361 


New Products and Equipment 


Your Company entered the Pension business for 
the first time in 1972. A new series of policies was 
introduced—including a life, retirement income 
and an annuity policy designed for use by small 


i 


corporations. The typical pension sale involves 
individual policies on employees of the corpora- 
tion, and develops a substantial annual premium. 

Three new yearly renewable term life policies 
were introduced in 1972 with a $25,000 minimum 
face amount. They provide large amounts of term 
insurance at a low premium and attractive options 
to convert to permanent insurance. 

Computer capacity was increased substantially 


in 1972 by the leasing of an IBM System 360, 
Model 40, which tripled memory storage and 
doubled processing speed. Also, new disk drives 
were leased which will increase information stor- 
age capacity eightfold and make the information 
available at more than twice the speed of the old 
disks. The changes provide substantial savings to 
your Company from reduced rental costs and more 
effective utilization of personnel. 


Perry L. Dennis, Joseph E. Rostich, Robert C. Bailey, and Robert S. Marcotte. 


INVESTMENT OPERATIONS 


Equitable’s investment policy in 1972 continued 
to emphasize direct placement loans to soundly 
managed business corporations and first mortgage 
loans secured upon commercial, industrial and 
multi-family residential properties. Substantial 
funds were also invested in selected common and 
preferred stocks. 

As set forth in the summary of new investments 
in this Report, bond purchases accounted for more 
than $12.6 million, or approximately half of the 
new investments made in 1972. These bonds were 
purchased at an average yield of 7.81%, down from 
the average yield of 8.17% achieved on 1971 bond 
purchases. 

Mortgage loans were next in importance, with 
new loans amounting to $7.8 million at an average 
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yield of 8.39% for 1972—down slightly from the 
comparable figure of 8.51% for 1971. 

Total 1972 investments in common and pre- 
ferred stocks exceeded $5.4 million, almost one 
million dollars more than the total in 1971. Pur- 
chases of preferred stock accounted for 62% of 
the total invested in stocks and, as a result, the 
yield on our stock purchases increased from 4.93% 
in 1971 to 6.25% in 1972. A substantial Federal 
income tax deduction is available on dividends 
from stock. When adjustment is made to reflect 
this deduction, the yield on stocks purchased in 
1972 is the equivalent of 8.13%, up from 6.66% 
in 1971. 

During 1972, capital gains totaling $454,000 were 
realized on sales of common stocks. In addition, 


unrealized appreciation in common stock amounted 
to $740,000, bringing realized and unrealized gains 
at the year-end to $1,194,000—or 14.9% of the 


made at an interest yield of 7.9%, together with 
commitments made early in 1973, give every indi- 
cation of further improvement in net yield on the 


common stock portfolio at the beginning of the 
year. Of the thirty-nine common stocks owned by 
Equitable on December 31, 1972, twenty-three in- 
creased their dividend during the year. Every new 
stock purchased during 1972 showed an apprecia- 
tion in market value at year-end. 

The aggregate of all new investments during 
1972 was $25.9 million, up approximately $4 mil- 
lion over 1971. Overall yield on new investments 
increased to 7.66% in 1972 as compared with 
7.64% in 1971. 

The quality of the investment portfolio cannot 
be evaluated entirely from independent sources be- 
cause there are no rating services for mortgage 
loans and direct placement bonds. However, the 
high quality of your Company’s investments was 
reflected by the facts that no mortgages have been 
foreclosed in the last two years and no bonds were 
in default at the 1972 year-end. 

Your Company’s investment portfolio on Decem- 
ber 31, 1972, totaled $202,933,049 and produced a 
gross yield of 6.44% before expenses and taxes. 
The average net yield on all assets after expenses, 
but before Federal income taxes, increased to 
5.79% from 5.57% in 1971—an increase of 22 
basis points. 

Our new investment commitment position at the 
end of 1972 amounted to $11,429,000, or 43% of 
estimated 1973 cash flow. These commitments 


investment portfolio during 1973. 


Hugo M. Churchill, VP and Treasurer, in front of an office 
building financed by EQUILIFE. 


_ NEW INVESTMENTS 
— 1972 | 1971 
Amount Yield 
$ 9,786,200 8.17% 
7,181,270. 8.51% 
16,967,470 8.32% 
501,682 9.12% 


Yield 
7.81% 
8.39% 
8.04% 


Amount 
$12,679,210 
7,846,079 
20,525,289 


Stocks — — : 


7.39% 
4.81% 
2.68% 
4.93% 
7.64% 


7.80% 
6.27% 
3.52% 
6.25% 
7.66% 


3,392,040 
137,366 

1,942,459 

2 —sCO5, 471,865 
TS .... $25,997,154 


1,976,809 
388,666 
2,146,977 
4,512,452 
$21,981,604 


ADMITTED ASSETS 


Bonds—at amortized cost: 


United States and Canadian government ........... 


State. provincml and municipal .) 22 ss 


Railroad 


ee ee ee ee 


Pee IS ee OS Se ee eS 


Thausitinl ana miscellaneous =o. eS 
Petes OS oe a es ee 


Preferred stocks—at cost (market: 1972—$8,847,444:; 
PP re a OOO) 6 ee 


Common stocks—at market (cost: 1972—$7,107,543; 
TOF TOU oy ee ee es 


Investment in unconsolidated subsidiary—at cost, which 


BETO Mees PU os gs ees eee Ves es 


WEIR CRHWE SE gy es ke SE 


Policy loans 


ee | 


Real Estate—at cost less accumulated depreciation of: 
1972——-S1 338,256; -1971—$1 214,898 = ss 


Premitims deferred and uncollected: 3... . snk: 


Acelied investment income =. eS Se 


Other assets 
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December 31 


1971 


$ 925,068 
14,045,164 
2,923,733 
19,648,892 
32,701,865 
70,244,722 


5,320,318 
7,650,318 


372,500 
96,318,633 
6,922,878 


5,800,737 
1,157,822 
3,597,921 
1,605,916 
1,355,186 
$200,346,951 


Increase 
or 
(Decrease) 


$ (404,175) 
(324,749) 
(121,016) 

1,755,048 


7,249,120 


8,154,228 
3,517,406 
448,534 


(22,500) 
(1,802,545) 
129,016 


(121,196) 
30,291 
255,231 
283,383 
96,520 
$10,968,368 


December 31 Increase 
or 


LIABILITIES, CAPITAL STOCK AND SURPLUS 1971 (Decrease) 


Policy and contract reserves—Note B ................. $156,708,137 $ 7,564,355 


PONCY And Contec’ cians. SoS as a es 1,268,378 121,508 
Premiums received in advance 6.2.5 6s es cs 727,832 77,802 
Federal Income taxes—Note Os i a ee 609,503 (609,503) 
Rotor AOCTUSR THKOS oe eS GR Ss 384,093 12,346 
Other havmiges sss Se as 1,096,101 (222,931) 
Mandatory securities valuation reserve ...............- 195.792 940,725 
POG DIONE a Se 161,907,836 7,884,302 
Capital Stock and Surplus—Notes D and E: 
Capital stock, $3.00 par value: 
Authorized—4,000,000 shares 
Issued and outstanding: 1972—3,337,357 shares; 
TSyD— 2,500.20) Shares os a a 5,000,462 5,011,609 
Paid-ii RUPDNIS 3 ee ss 190,734 31,493 
Earned surplus, consisting of: 
spetial reserve (inte Na 9,738,769 453,033 
Investment contingency reserves ................ 6,009,150 (2,912,069) 
Unassigned es Be as 17,500,000 500,000 
total Bamed Sumie Se Ses 33,247,919 (1,959,036) 
Tote! Capital Stock and Surplus... ccs SS. 38,439,115 3,084,066 


Total Liabilities, Capital Stock and Surplus .... $200,346,951 $10,968,368 


See notes to financial statements. 
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STATEMENT OF OPERATIONS 


Year Ended December 31 
INCOME 1972 1971 
Eile ene monty Prema 5 oo i $22,239,203 $21,331,766 
WActident and Health oramitns oo SS 855,568 697,994 
bupplementary contracts tonsiderations ©. .... 3 05..>:.; 83,076 138,464 
Investment income, less investment expenses of: 
1972—$1,441,558; 1971—$1,244,088 ..................... 11,367,380 10,397,148 
‘Total (excludes extraardinary item) >. ..... 2.5... -. 34,545,227 $2,560,372 
DISTRIBUTION OF INCOME 
Death benefits and matured endowments .................. 6,297,793 6,136,195 
uRLenGeY PCHOUtS 8. ey 3,006,125 2,771,957 
Ciher neyments to policyholders .. 2. 2 Ge 706,468 605,803 
Hietease i HOucy Teserves 65. 7,319,378 6,670,326 
Total Benefits and Credits to 
Porcynoimars and: Heneficiaries | 17,329,764 16,184,281 
Romminsions oa 5,729,169 5,780,675 
Salaries and general insurance expenses .................- 4,441,770 4,468,601 
maxes: poenses Bnd tees 914,487 844,078 
ae 28,415,190 2/5277 O00 
Net Gain Before Federal Income Tax and Extraordinary Item 6,130,037 §.207,707 
Peaern income x Note G. 3s a, 1,500,000 1,265,000 
Net Gain from Operations 
Before Extraordinary Item 4,630,037 4,022,737 
Extraordinary item—nonrecurring gain on sale of certain dis- 
trict agency business net of federal income tax of $285,000 — 647,733 
Net Gain from Operations $ 4,630,037 $ 4,670,470 
Per Share of Capital Stock—Note G: 
Net gain from operations before extraordinary item ...... $1.39 $1.21 
BerreQrary ee —_ “coe 
Net Gam fron Opertions «0... Ss $1.39 $1.40 


See notes to financial statements. 
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Increase 
or 
(Decrease) 


$ 907,437 
157,574 
(55,388) 


970,232 
1,979,855 


161,598 
234,168 
100,665 
649,052 


1,145,483 
(51,506) 
(26,831) 

70,409 


1,137,555 


842,300 


235,000 


$ 607,300 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year Ended December 31 


SOURCE OF FUNDS 1972 


From operations: 


Net gain from operations before extraordinary item ...............-.-. $ 4,630,037 


Income items not requiring use of cash: 


Ticteéase in POlOy TeEsetves 6 oe a 7,319,378 
Provision for depreciftion oo so a oe ee ee 208,223 
Accrual of bond discount 3... So ea es (35,178) 
Increase in loading on deferred and uncollected premiums ........... 85,290 
Total Provided from Operations 25 52355 6. 12,207,750 
Nonrecurring gain on sale of certain district agency business, net of federal 

moome tax thereon 63. 65 ee as a oe — 
Net gain (loss) on sale or maturity of investments .....................-. (74,506) 

increase in other liabilities .. ic a a a — 
Proceeds from exercise of Stock options |... 26 Sc ss S 43,490 
Decrease in mortgage loans and real estate -. 0s. ees. 1,800,383 

Decrease in Chen... . Ss ws — 
$13,977,117 


APPLICATION OF FUNDS 


Purchases of bonds and stocks, net of sales: 


HONGS 5 oo ee eee $ 7,963,765 
Preferred stocks . 26S ee ee 3,517,406 
Gommon stocks o..00 ss i a a __ (314,117) 
Total Bonds and Steeks: . 5. 5 a SG, 11,167,054 

Cash dividends tO: stockholders). 6 se a 1,138,862 
Piecreuse in other liabilities. oS Sa i er es 620,778 
Perens Caen oo a 30,291 
OPEN a ee ee ee ee 1,020,132 
$13,977,117 


See notes to financial statements. 


1971 
$ 4,022,737 


6,670,326 
198,438 
(26,203) 
122,747 


10,988,045 


647,733 
30,522 
414,725 
60,900 
2,104,253 
36,227 
$14,282,405 


$ 7,061,949 
2,091,703 
1,454,184 

10,607,836 
1,073,422 


2,601,147 
$14,282,405 
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STATEMENT OF EARNED SURPLUS 


Year Ended December 31 
1972 1971 
Barance at Heehining Of year oo. s i e e. $33,247,919 $29,907,674 
NWetganl Thon Operations: es a a es a 4,630,037 4,670,470 
Other additions (deductions): 
Cash dividends to stockholders: 1972—$.34 a share; 

107 1-—0.82 a share—Note Do... ee. (1,138,862) (1,073,422) 
SLGCK Gistripution——NoOte DT) 5S a i Si (2,499,381) — 
Change in par value of Capital Stock—Note D .......... (2,500,231) — 
Net gain (loss) on sale or maturity of investments ....... (74,506) 30,522 
Past-service pension cost and other reserve adjustments .. (218,011) (85,431) 
Change in: 

Market valic Giinvestments So eS 898,962 433,379 

Mandatory securities valuation reserve .............. (940,726) (602,940) 

Non-admitted assets and related items ............... (116,318) (32,333) 

Are Ae Oi VOR oo as ee ee as Se $31,288,883 $33,247,919 


See notes to financial statements. 


NOTES TO FINANCIAL STATEMENTS 


NOTE A—SIGNIFICANT ACCOUNTING 
POLICIES 


Basis of Reporting. The financial statements have 
been prepared on the basis of statutory accounting 
practices prescribed or permitted by the Insurance 
Department of the District of Columbia. Such 
practices differ from accounting principles appli- 
cable to business enterprises in general in the fol- 
lowing respects: 


(a) certain assets, principally furniture and 
equipment, agents’ debit balances, and un- 
amortizable values of certain investments, 
are designated as non-admitted, are not in- 
cluded in the statement of financial condi- 
tion and are charged directly to earned 
surplus; 

(b) investments in common stock are carried at 
market values (as prescribed by the National 
Association of Insurance Commissioners) 
which may exceed cost; 

(c) a mandatory securities valuation reserve is 
reported as a liability rather than as appro- 
priated surplus; 

(d) income tax effects of timing differences be- 
tween financial statement income and tax- 


14 


able income (relating principally to policy 
reserves) are not recorded; and 

(e) earned surplus has been charged with past- 
service pension cost and other reserve ad- 
justments. 


In December 1972, the American Institute of 
Certified Public Accountants approved and adopted 
“Audits of Stock Life Insurance Companies,” 
which is effective for the year ending December 31, 
1973. This Audit Guide includes generally accepted 
accounting principles for stock life insurance 
companies two of which principles represent dif- 
ferences from statutory accounting practices in 
addition to those described above: 

(1) Costs of acquiring new business will be 
deferred and amortized rather than being 
charged to income in the year such costs are 
incurred. 


(2) Benefit reserves will be based upon mortal- 
ity, interest and withdrawal assumptions 
prevailing when the policies were sold 
rather than on the assumptions recognized 
by statutory authorities. 


The Company intends to change its method of 
accounting during the year ending December 31, 


1973, to comply with the Audit Guide. Accord- 
ingly, the Company plans to apply the principles 
set forth in the Audit Guide to the financial state- 
ments for 1972 and prior years as required. The 
Company has not determined the effect of adopt- 
ing the Audit Guide. 

Other Matters. Real estate, comprising the home 
office building and other real estate investment, is 
reported at cost less accumulated depreciation. The 
depreciation expense is computed for the home 
office building on the straight line method and for 
other real estate investment on an amortizable 
method based on rate of return on the investment. 
Although a non-admitted asset, furniture and 


equipment are depreciated on the straight line - 


method. 

Premiums deferred and uncollected include un- 
paid premiums at year-end and deferred premiums 
attributable to life reserve calculations. 

Net realized and unrealized gains (or losses) on 
investments are credited (or charged) directly to 
earned surplus. 

Costs of designing and programming computer 
systems are charged to income during the year in 
which such costs are incurred. 

Commissions and other costs applicable to the 
acquisition of new business are expensed as in- 
curred, whereas the related premiums are taken 
into income over the premium paying periods as 
earned. 


NOTE B—POLICY RESERVES 


Reserves for life insurance policies are main- 
tained on both the net level and various modified 
term bases employing interest rates ranging from 
242%. to 342%. The portion of reserves calculated 
at net level at December 31, 1972 and 1971 is 
approximately 83% and 85% respectively. 


NOTE C—FEDERAL INCOME TAXES 


Under the provisions of the Life Insurance Com- 
pany Income Tax Act of 1959, a portion of the 
Company’s net gain from operations is not subject 
to Federal income tax until it is distributed to the 
stockholders, at which time, it is taxed at regular 
corporate rates. Untaxed income at December 31, 
1972 was approximately $9,573,000, which if dis- 
tributed would give rise to a maximum tax of 
approximately $4,595,000. Earned surplus available 
for distribution to the stockholders without tax 
consequence was approximately $10,101,000 at De- 
cember 31, 1972. Deferred income taxes are not 


provided on additional policy reserves and other 
deductions claimed for tax purposes. 


NOTE D—CAPITAL STOCK AND SURPLUS 


In 1972 the stockholders approved an increase 
in authorized capital stock of 750,000 shares and 
an increase in the par value of the capital stock 
from $2.00 to $3.00. A subsequent one for three 
stock distribution plus issuance of capital stock 
under the stock option plan resulted in an increase 
in issued and outstanding capital stock of 837,126 
shares. Earnings and dividends per share amounts 
for 1971 are restated to reflect the increased num- 
ber of shares issued and outstanding. 

The increase in the par value of capital stock 
and the stock distribution increased the amount 
of capital stock $2,500,231 and $2,499,381, respec- 
tively. The exercise of stock options increased 
capital stock, $11,997 and paid-in surplus, $31,493. 

At December 31, 1972, 662,643 shares of author- 
ized and unissued stock were reserved for stock 
dividends, stock options, and for the acquisition 
of other insurance companies. 


NOTE E—STOCK OPTIONS 


The Company has a stock option plan for key 
employees to purchase capital stock in equal in- 
stallments over a four year period beginning one 
year from date of grant. Options are granted at 
100% of their market value, and if not exercised, 
are cumulative to the expiration date of the grant. 

At December 31, 1972, 11,666 shares (3,999 
shares exercisable) were under option at prices of 
$9.75 to $13.32. During the year options for 5,249 
shares were exercised at prices of $9.75 to $13.31. 


NOTE F—PENSION PLAN 


The Company has a pension plan covering sub- 
stantially all of its employees. Pension expense 
was $436,961 and $523,835 in 1972 and 1971 re- 
spectively. The plan is administered by the Com- 
pany and is funded by reserves which are included 
with policy and contract reserves in the statement 
of financial condition. 


NOTE G—EARNINGS PER SHARE 


Earnings per share are based upon the weighted 
average shares outstanding during each year ad- 
justed for stock distributions, and excluding stock 
options which have a dilutive effect of less than 
1%. Average outstanding shares, adjusted as de- 
scribed, were 3,333,857 in 1972 and 3,329,364 in 
1971, 


———E 
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Annual 
Compound Growth 
Rate 1968/72 1972 
SALES—Ordinary Life and Endowment ......... 9.3% $ 105,620,321 
Oramaty Tenn. sk STORES [[%) 48,234,691 
Weer Premios oo se (3.7%) 27,403,974 
Total Sales a ee. 4.0% 181,258,986 
IN FORCE—Ordinary Life and Endowment ...... 8.2% 569,036,639 
Crary fern: So es. 10.7% 239,220,851 
ate tmaty os 8.8% 808,257,490 
Ween Premium. iS 0.9% 242,889,549 
BOR es ee aes (1.3%) 80,009,053 
TOtdE Ht PUR Ss oe 6.1% 1,131,156,092 
INCOME 
Prone rdimary 3. se ee. 6.0% 13,850,940 
Weekly Premiem  s 2.8% 7,742,435 
CONN ee a ne eee 1.6% 648,571 
Individual Accident and Health ........:.... 30.2% 852,825 
Total Premium: Income: = SS a SS 5.3% 23,094,771 
Wet fnvestient icone ss oe 10.0% 11,367,380 
(her oe (8.6%) 83,076 
Ot PRCONIE So a 6.7% 34,545,227 
DISTRIBUTION OF INCOME 
Payments to Policyowners and Beneficiaries .... 1.6% 10,010,386 
Wicmhase in Reeerves. 6 Ge ea ce 11.0% 7,319,378 
Ciperating Picpenses. oo os ss 6.0% 4,441,770 
Cioran 5 rs ee 3.1% 5,729,169 
Taxes, other than Federal Income Tax ......... 6.7% 914,487 
Total bsiving not os es i oo 4.9% 28,415,190 
GAIN FROM OPERA CHIN ae es ee. 18.0% 6,130,037 
Federal income Tax =e eS 24.0% 1,500,000 
PbS | GOAN oe ek ee ee 16.3% 4,630,037 
eer SHare ees Sek 16.3% 1.39 
* Per Share (adjusted—A. M. Best Co. method)... 14.4% 1.73 
ASSETS 
SOT) RSERSE CASES Cana Gat Go SS os 1,188,113 
Bons ee 78,398,950 
Oigebe ocean ss a 17,286,576 
NAOTIGORR HANS Ss ee ee ke ss -- 94,516,088 
RGA etalon ee ~-- 5,679,541 
ihe he a eS = 14,246,051 
OUR ye Ss 4.8% 211,315,319 
NUS s gios 2 SSSR SS Ce 
POUCH MESOTURR oe es os ee — 164,272,492 | 
oh) SSS Se See ae “s 5,519,646 ) 
CAPITAL ANE SUREPOS oho loas Saa oe Sees 7.5% 41,523,181 
DEVO nen Ge ee ce ek. 7.6% 1,138,869 
INVESTMENT INCOME TO MEAN ASSETS ..... — 5.79% 
INTEREST BARNED: TO REQUIRED ois S53 8s. — 226.0% 


* Exclusive of Servicemen’s Group Life Insurance Program. 
** Exclusive of Federal Employees’ Group Life Insurance Program. 
* Based on average number of shares outstanding during each year. 


» Excludes $647,733 from sale of certain district agency insurance business to another insurer. 


EQUITABLE LIFE INSURANCE COMPANY 


1971 


$ 103,823,968 


50,239,929 
29,944,944 
184,008,841 
533,113,387 
215,552,886 
748,666,273 
238,453,216 
91,592,487 
1,076,711,976 


$ 100,119,425 $ 


1970 


57,962,238 
30,723,277 
188,404,940* 
503,792,889 
204,497,938 
708,290,827 
241,197,618 
100,945,876 
1,050,434,321 


1969 


93,689,743 


50,602,216 
34,494,060 
178,786,019 
455,034,910 
185,881,406 
640,916,316 
239,496,788 
82,463,976 
962,877,080 


$ 


1968 


74,099,122 
48,506,577 
32,513,548 

155,119,247** 

415,260,836 

159,023,076 

574,283,912 

234,448,158 
84,371,005 

893,103,075 
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12,977,097 
7,962,432 
766,852 
694,980 
22,001,361 
10,397,148 
1,099,596 
33,498,105 


12,740,895 
7,450,485 
710,609 
919,889 
21,421,878 
9,456,111 
151,254 
31,029,243 


11,846,639 
7,047,959 
677,919 
387,352 
19,959,469 
8,446,909 
168,692 
28,575,070 


10,963,051 
6,924,946 
607,503 
296,797 
16,792,297 
7,791,007 
136,659 
26,679,963 


9,513,955 
6,670,326 
4,468,601 
5,780,675 
844,078 
27,277,635 
6,220,470 
1,550,000 
4,670,470 
t2t° 
1.53" 


9,851,962 
6,187,098 
4,079,097 
9,857,775 
799,433 
26,775,365 
4,253,878 
896,000 
3,357,878 
1.01 
1.28 


9,881,162 
5,176,930 
3,864,611 
5,485,479 
759,411 
25,163,593 
3,411,477 
495,000 
2,916,477 
.88 
1.15 


9,399,809 
4,812,478 
3,923,250 
5,075,531 
706,743 
edi! Old 
3,162,152 
635,000 
22/7; 102 
20 
1.01 
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1,157,822 
70,244,722 
13,343,136 
96,318,633 

5,800,737 
13,481,901 

200,346,951 


1,194,049 
63,153,060 
9,371,799 
98,422,886 
5,922,470 
12,800,623 
190,864,887 


1,481,581 
61,042,070 
7,661,180 
95,081,024 
4,956,822 
11,378,414 
181,601,091 


1,783,031 
54,365,606 
9,692,101 
97,483,798 
5,071,216 
10,791,423 
175,167,179 


156,708,137 
5,199,699 
38,439,115 
1,073,422 
5.57 Yo 
215.6% 


151,644,883 
4,182,034 
35,037,970 
973,969 
5.32% 
202.5% 


145,372,355 
3,917,800 
32,710,936 
873,716 
4.94% 
193.1% 


140,109,994 
3,998,845 
31,078,335 
848,719 
4.70% 
182.9% 
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Chairman of the Board, 


Washington Gas Light Company 


LEON CHATELAIN, JR. F. ELWOOD DAVIS 
Senior Partner General Counsel 
Chatelain, Samperton and Nolan Partner, Reasoner, Davis & Vinson 


eee. 
FREDERIC M. NETTLESHIP 
Insurance Executive, Retired 


CHARLES E. PHILLIPS ROBERT SANDERS 
Chairman of the Board Chairman of the Board, Helicopter 
and Airplane Services Corporation 


HENRY K. WILLARD, Il 
Vice President, 
American Security & Trust Co. 
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Marketing 


WILLIAM J. O'CONNOR 
Chairman of the Board, 
Southern Wholesalers Corporation 
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Steuart Investment Company 
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Vice President, 
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ERNST G ERNST 


l22S5 CONNECTICUT AVE.,N. W: 


WASHINGTON, D.C. 20036 


Board of Trustees 
Equitable Life Insurance Company 
Washington, D. C. 


We have examined the financial statements of Equitable Life 
Insurance Company for the two years ended December 31, 1972. 
Our examinations were made in accordance with generally ac- 
cepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 


In our opinion, the accompanying statement of financial con- 
dition and statement of operations, earned surplus, and changes 
in financial position present fairly the financial position of Equi- 
table Life Insurance Company at December 31, 1972 and 1971, 
and the results of its operations, changes in capital stock and 
surplus, and changes in financial position for the years then 
ended, in conformity with reporting practices prescribed or per- 
mitted by regulatory authorities, which vary in some respects 
from generally accepted accounting principles as described in 
Note A to the financial statements, applied on a consistent basis. 


Washington, D. C. a - 
February 20, 1973 nk = ve = 
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